in extending and making more specific the objectives of universal service, the Commission and
Joint Board should refrain from the adoption of radical new approaches for the areas served by
Rural LECs, areas where achieving the goals of the Act are likely to be the most difficult.

As pointed out in several comments, the requirements in the Act that universal service
support systems be made “explicit” can be readily achieved without discarding the fundamental

basis of the current system.

4. Both USF And DEM Weighting Are Consistent With the Intent of the Act to
Support High Cost Areas.

A number of commenters have called for the immediate termination of DEM weighting,
saying that this is inconsistent with the requirements of the Act for competitive neutrality. These
include MCI, Ameritec and several others. To the contrary, however, as stated by USTA,
SWBT, and the Rural Coalition, both USF and DEM payments are specifically targeted to high
cost areas, specifically high cost areas served by Rural LECs. While the financial support for
these payments is now included as an element of many access charge rates determined under Part
69, it would be quite possible for the Commission to establish bulk billing or other “explicit”
mechanisms by which this financial support could be preserved, consistent with the intent of the
Act.

USTA points out that DEM is explicit and is directed specifically at small LECs that lack
the economies of size and scope available to reduce the costs of switching that are available to
larger carriers. SWBT stated that it concurred in the position of USTA that DEM weighting be
continued for rural LECs and added that its review indicated that it was essential that DEM

weighting support levels be continued at essentially unchanged levels for Rural LECs. The Rural
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Coalition noted that DEM weighting has been successful in achieving lower rates in rural areas,
that the support provided by DEM is explicit, and that it is essential that the DEM weighting
mechanism either be continued or effectively paralleled.

As previously discussed, the Act focuses upon the impacts on consumers, requiring that
rates for both current and advanced telecommunications services be ‘reasonably comparable”
between rural and urban areas, including high cost areas. The Act does not endorse any particular
model for establishing universal service support mechanisms with equal specificity.

Accordingly, there is nothing in the Act that is inconsistent with the continuation of USF and

DEM weighting for Rural LECs.

IV. CONCLUSION.

For all of these reasons, the Commission should build on and modify the current
system of universal service for rural LECs rather than adopt a radical new system which may
lead to unknown results for consumers in rural areas. The priorities of the Act for preserving
Universal Service in rural areas require such an approach. Such an approach would allow the
Commission to implement a different system for larger LECs and would allow the Commission
to achieve all of the objectives of the Act. Specifically, the Commission and Joint Board should:

1. Recognize that the Commission and Joint Board need not move with the same
pace in all areas, and that the Act allows a more deliberate approach for areas
served by Rural LECs;

2. Proceed in a manner consistent with the requirements of the Act that Universal

Service in rural areas take priority over the introduction of competition in such

arcas,;

3. Avoid disruptive changes to the current Universal Service support mechanisms for
areas served by Rural LECs; and
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4. Adopt an evolutionary philosophy that builds upon the successful elements of the
current system for areas served by Rural LECs.

Dated: May 7, 1996
Respectfully submitted,

MOSS & BARNETT
A Professional Association

o i T

Richard J. Johnoy”

Brian T. Grogan
4800 Norwest Center
90 South Seventh Street
Minneapolis, MN 55402-4129
(612) 347-0275

Attorneys on behalf of Minnesota
Independent Coalition
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